Council 22.04.10

Item 8

Appendix C

Information Sheet - Overview

Treasury Management Policy Statement (Appendix A) 

Unchanged

Annual Treasury and Investment Strategy 2010/11 (Appendix B)

Changes to Prudential Indicators

The following indicators will change year on year and are as a direct consequence of changes to the Capital programme, for this purpose comparative figures are not detailed, as the capital programme has been previously approved.

Capital Expenditure

Capital Financing Requirement

Estimate of Incremental Impact of Financing Costs

Indicator – Ratio of Financing Costs to Net Revenue Stream
Calculation is undertaken by taking the budgeted level of borrowing and estimating the level of interest payable, the interest payable is then shown as a percentage of the Net General Fund Revenue Stream. The change results, as the Council anticipates having to borrow less externally in 2009/10 more in 2010/11 and slightly less in 2011/12.
	Indicator - Ratio of Financing
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	Costs to Net Revenue Stream
	%
	%
	%
	%
	%

	 
	 
	 
	 
	 
	 

	March 10 Report
	0.00
	0.00
	0.71
	0.64
	1.05

	March 09 Report
	0.00
	0.49
	0.37
	0.72
	N/A

	 
	 
	 
	 
	 
	 


Indicator – Authorised Limit

The Authorised Limit sets out to identify the maximum level of possible borrowing, comparisons to those reported in March 2009, to those now being reported are detailed in the table below:

The Authorised Limit has been increased and set £5m higher than the Operational Boundary this ensures that there is scope for the Council to borrow short term if the Council were experiencing Cash flow difficulties, this is something the Council does not envisage requiring, however there is a statutory requirement to set these limits and £5m above the Operational Boundary is considered a prudent level. .
	Indicator - Authorised Limit
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	 
	£ 000's
	£ 000's
	£ 000's
	£ 000's
	£ 000's

	 
	 
	 
	 
	 
	 

	March 10 Report
	N/A
	23,000
	24,000
	25,000
	26,000

	March 09 Report
	22,000
	23,000
	24,000
	24,000
	N/A

	 
	 
	 
	 
	 
	 


Indicator – Operational Boundary

The Operational Boundary identifies the probable level of borrowing comparisons to those reported in March 2009, to those now being reported are detailed in the table below: 

The Operational Boundary has been aligned to the Capital Financing Requirement (CFR) and ensures that if it becomes more advantageous to borrow externally rather than use internal resources the Council is able to take advantage of these rates. 

	Indicator – Operational 

Boundary
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	 
	£ 000's
	£ 000's
	£ 000's
	£ 000's
	£ 000's

	 
	 
	 
	 
	 
	 

	March 10 Report
	N/A
	18,000
	19,000
	20,000
	21,000

	March 09 Report
	17,000
	18,000
	19,000
	19,000
	N/A

	 
	 
	 
	 
	 
	 


Indicator – Interest Rate Exposure

Unchanged
Indicator – Principal Sums Invested for Periods Longer than 364 Days

	Indicator Principal Sums 
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	Invested > 364 Days
	£ 000's
	£ 000's
	£ 000's
	£ 000's
	£ 000's

	March 10 Report
	N/A
	18,000
	19,000
	20,000
	21,000

	March 09 Report
	17,000
	18,000
	19,000
	19,000
	N/A


Investment of Principal Sums for periods longer than 365 days, this has been increased as a result of aligning this to the Operational Boundary. 

Indicator – Projected Fixed Rate Borrowing

Unchanged
Indicator – External v Internal Borrowing
The indicator identifies the amount of actual external borrowing at the 31 March and deducts cash balances to give a net debt figure.  This will identify whether the Council is borrowing internally or externally.
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Comparison of gross and net 

debt positions at year endactual

latest 

estimateestimateestimateestimate

£'000£'000£'000£'000£'000

Actual external debt (gross)2,4914,0002,0113,6484,827

Cash balances5,6225,8935,8455,7985,749

Net debt(3,131)(1,893)(3,834)(2,150)(922)


Investment Policy - Creditworthiness

Minimum credit criteria in the past have always been based on Fitch ratings.  In light of the Icelandic bank situation Sector has further developed its Creditworthiness service.

The modelling approach combines credit ratings, credit watches and credit outlooks in a weighted scoring system which is then combined with an overlay of CDS spreads for which the end product is a series of colour code bands which indicate the relative creditworthiness of counterparties.  These colour codes are also used by the Council to determine the duration for investments and are therefore referred to as durational bands.  The Council is satisfied that this service now gives a much improved level of security for its investments.  It is also a service which the Council would not be able to replicate using in house resources.  

The selection of counterparties with a high level of creditworthiness will be achieved by selection of institutions down to a minimum durational band within Sector’s weekly credit list of worldwide potential counterparties.  The Council will therefore use counterparties within the following durational bands: -

· Purple 
2 years

· Blue 
1 year (only applies to nationalised or semi nationalised UK Banks)

· Orange
1 year

· Red 
6 months

· Green 
3 months 

· No Colour 
not to be used 

This Council will not use the approach suggested by CIPFA of using the lowest rating from all three rating agencies to determine creditworthy counterparties as Moodys are currently very much more aggressive in giving low ratings than the other two agencies. This would therefore be unworkable and leave the Council with few banks on its approved lending list.  The Sector creditworthiness service does though, use ratings from all three agencies, but by using a scoring system, does not give undue preponderance to just one agency’s ratings.
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				2008/09		2009/10		2010/11		2011/12		2012/13

		Comparison of gross and net debt positions at year end		actual		latest estimate		estimate		estimate		estimate

				£'000		£'000		£'000		£'000		£'000

		Actual external debt (gross)		2,491		4,000		2,011		3,648		4,827

		Cash balances		5,622		5,893		5,845		5,798		5,749

		Net debt		(3,131)		(1,893)		(3,834)		(2,150)		(922)






